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PCSI TI ON  STATEMENT: Provided information and updates on the
audits currently being conducted by the Legislative Audit
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ACTI ON NARRATI VE

12: 03: 34 PM

CHAIR GARY STEVENS called the Legislative Budget and Audit
Commttee neeting to order at 12:03 p.m Senators Stevens,
G essel, and Bishop, and Representatives Josephson, Kawasaki,
Seat on, Spohnhol z, and Johnston were present at the call to
order. Senator Hoffman arrived as the neeting was in progress.

Approval of the Agenda

12: 04: 20 PM

CHAI R STEVENS announced that the first order of business would
be approval of the agenda.

12: 04: 28 PM

REPRESENTATI VE JOSEPHSON made a notion that the Legislative
Budget and Audit Conmittee approve the agenda. There being no
objection, it was so ordered.

Approval of the M nutes

12: 04: 37 PM

CHAI R STEVENS announced that the next order of business would be
approval of the m nutes.

REPRESENTATI VE JOSEPHSON nade a notion to approve the m nutes of
the Legislative Budget and Audit Commttee of January 27, 2017.
There being no objection, the mnutes from the neeting of
January 27, 2017 were approved.

Executi ve Sessi on

12: 04: 51 PM

CHAI R STEVENS announced that the next order of business would be
to nove into Executive Session.

12: 05: 05 PM
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REPRESENTATI VE JOSEPHSON made a notion to nobve to executive
session under Uniform Rule 22(b)(1), discussion of matters, the
i mredi at e knowl edge of which woul d adversely affect the finances
of a government unit.

12: 05: 32 PM

A roll call vote was taken. Represent ati ves Kawasaki, Seaton

Spohnhol z, Johnst on, and Josephson, and Senators Stevens,
Hof f man, G essel, and Bishop voted in favor of noving into

executive session. Therefore, by a vote of 9 yeas - 0 nays, the
committee noved into executive session at 12:06 p. m

12: 06: 17 PM

The conmttee took an at-ease from12:06 p.m to 12:31 p. m

Audit Contracts

12: 31: 16 PM

CHAI R STEVENS brought the conmttee back to order and announced
that the next order of business would be for audit contracts.

REPRESENTATI VE JOSEPHSON made a notion that the Legislative
Budget and Audit Committee authorize the Chair, as procurenent
officer, to solicit and award a contract or contracts for
statewide single audit services for a total anount, including
all contracts, not to exceed $120, 000.

12: 31: 33 PM

A roll call vote was taken. Represent ati ves Kawasaki, Seaton

Spohnhol z, Johnst on, and Josephson and Senators Stevens,
Hof f man, G essel, and Bi shop voted in favor of the authorization
to the Chair to award a contract or contracts for statew de
single audit services. Therefore, this authorization was passed
by the Legislative Budget and Audit Comrittee by a vote of 9
yeas - 0 nays.

12:32:21 PM

REPRESENTATI VE JOSEPHSON made a notion that the Legislative
Budget and Audit Committee approve an anendnment to the contract
with MBE CPAs, in the ampbunt of $15,000 for audit services, not
to exceed $50, 000.
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12:32: 34 PM

A roll call vote was taken. Represent ati ves Kawasaki, Seaton

Spohnhol z, Johnst on, and Josephson and Senators Stevens,
Hof f man, G essel, and Bishop voted in favor of an amendnent to
the contract with MBE CPAs. Therefore, this anendnent was
passed by the Legislative Budget and Audit Committee by a vote
of 9 yeas - 0 nays.

O her Conmittee Business

12: 33: 08 PM

CHAI R STEVENS announced that the final order of business would
be for other conmm ttee business.

12: 33: 25 PM

KRI STIN CURTIS, Legislative Auditor, Legislative Audit Division,
Al aska State Legislature, directed attention to the financial
audit of the Alaska State Legislature [Included in nenbers

packets] and explained that there was a requirenent in statute
for this to be perforned annually. She pointed to the first
docunent titled the Schedule of Appropriations, Expenditures,
and Encunbrances and the Schedule of Revenues, and explained
that this was the financial statenent for the |egislature. She
referred to the audit opinion, and relayed that this was

included for the nenbers' information but did not contain
anyt hing of significance. She presented the second docunent,
the Letter to the Menbers of the Legislative Council and
Legi slative Budget and Audit Commttee. She expl ained that

these two entities were referenced by the accounting profession
as "those charged with governance"” and the letter was required
by auditing standards for every financial audit. She added
that, as the format of the letter was dictated by auditing
standards, there was nothing unusual with the section that said
Significant Difficulties Encountered during the Audit. She
shared that there was a simlar letter to the Executive Branch
at the end of the audit, and she offered her belief that there

were no concerns raised in the letter. She pointed to the
representation letter from the financial managemnent at
Legislative Affairs Agency making specific representations,
which was also required by auditing standards. She reported

that she provided this information to the Legislative Budget and
Audit Comm ttee every year.

12: 35: 00 PM
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REPRESENTATI VE SPOHNHOLZ referenced page 3 of the Schedule of
Appropriations, Expenditures, and Encunbrances and asked where
the per diemwould appear in the itemn zation.

12: 35: 22 PM

M5. CURTIS, in response, said that per diem would be in the
travel [|ine. She directed Representative Spohnholz to the
Legislative Budget and Audit Commttee listing, then to the
all ocation of conmttee expense, and then to the travel I|ine
She explained that within each allocation, the travel line would

include airfare, per diem and rental cars.

12: 35: 51 PM

REPRESENTATI VE SPOHNHOLZ referenced page 5 of the sanme docunent
and asked about the line item titled Restricted Revenues,
Federal Conpliance Audit. She said, "we have appropriated

revenues of $750,000 and actual revenues of $300,000" and she
asked for an expl anati on.

12:36: 10 PM

M5. CURTIS replied that, traditionally, there was an RSA
(Rei mbursable Service Agreenent) with the Departnent of
Adm nistration (DOA) to pay for part of the cost for the single

audi t . However, during the budget cycle for FY16, this was
increased to the current $750,000 with the idea that DOA pay
nore for the actual cost of the single audit. She reported

that, as the departnent did not have that noney in its budget,
in FY 16 the remaining $450,000 was requested in the
suppl enent al budget . However, this request was denied and the
Legislative Audit Division only received the $300,000. She
opined that, as the Legislative Audit Division had | apsed noney
in FY16, this may have been part of the reason for denial of the
suppl ement al budget request.

12: 37: 08 PM

CHAI R STEVENS noved on to discussion of the audit for the Al aska
Mental Health Trust Authority. He asked Ms. Curtis whether it
was possible to speed up the process, as it was projected to not
start for another year.

12:37:58 PM
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M5. CURTIS, in response, said that the audit of the Al aska
Mental Health Trust Authority would be done by the staff in the
Anchorage office of the Legislative Audit Division. She offered
her belief that this performance audit could begin by My, if
all went snoothly. She explained that the 2008 audit request
for the Matanuska Maid dairy plant had not been conpleted due to
the unfinished disposition of its assets. The final piece of
property in this disposition had just been sold in January,
which would allow for this audit to be finished. However, if
the Legislative Budget and Audit Conmittee asked to prioritize
the audit of the Alaska Mental Health Trust Authority, she would
re-visit the audit request for the Matanuska Maid dairy plant at
a later date. She added that there were also two other ol der
audits, which included an audit of the Board of Gane Local
Advi sory Committees and an audit of the MW Tustunena Overhau

and Refurbi shnent. As these audits were Juneau office based,
the audit of the Alaska Mental Health Trust Authority by the
Anchorage of fice would not be inpacted.

12: 39: 51 PM

REPRESENTATI VE KAWASAKI pointed out that there were other audits
posted in Decenber 2016, including the audit of Medicaid and
Children's Health Insurance Program Travel Costs and the audit
of the Al aska Gasline Devel opnment Corporation. He asked if the
audit of the Alaska Mental Health Trust Authority would
supersede these audit requests.

12:40: 18 PM

M5. CURTIS replied that, as all three of those audits were
received at the Decenber Legislative Budget and Audit Commttee
nmeeting, the first audit started would depend on availability
and |ocation of staff. She relayed that, although direction
from the conmttee could determne to first start the audit of
the Alaska Mental Health Trust Authority, as there was a
conpeting priority for the federal conpliance audit which had a
statutory tinme line, it my be necessary to "put it [the audit
of the Alaska Mental Health Trust Authority] down to address
those requirenents, and then pick it back up.” She stated that
she did not have an estinmate for conpletion of the audit of the
Al aska Mental Health Trust Authority.

12: 41: 09 PM

SENATOR BI SHOP asked when the audit of the M Tustunena Over haul
and Refurbi shnment had been requested.
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M5. CURTIS offered her belief that it was a 2013 request. She
expl ai ned that subsequent litigation had del ayed the audit, but,
as this litigation was now conpleted, the audit would now
pr oceed.

CHAIR STEVENS asked the committee for its approval to nove
forward on the audit of the A aska Mental Health Trust
Aut hority, and he acknow edged that "things nay change and we
find we can't conplete it because of other issues.”

12:42: 07 PM

REPRESENTATI VE JOSEPHSON offered his belief that the audit of
the Alaska Mental Health Trust Authority was nore urgent than
t he 2008 audit request for the Matanuska Maid dairy plant.

12:42: 32 PM

M5. CURTI S asked that the Legislative Budget and Audit Commttee
menbers determ ne which audit was nore urgent. She shared that
she had not reviewed either audit enough to comment on the
urgency for each, and that she would abide by the decision of
the conmittee.

12:43: 05 PM

SENATOR G ESSEL stated that she advocated for priority to an
audit of the Alaska Mental Health Trust Authority as it was a
current issue of concern, whereas the audit request for the
Mat anuska Maid dairy plant "was sort of a done deal at this
poi nt."

SENATOR HOFFMAN st ated t hat he concurr ed.

12: 43: 28 PM

REPRESENTATI VE SEATON expressed his agreenent to prioritize the
audit of the Al aska Mental Health Trust Authority. He suggested
that the statute of limtations could be nearing for the audit
of the Matanuska Maid dairy plant.

12:43: 48 PM

CHAI R STEVENS acknow edged that there were no objections to
prioritizing the audit of the Al aska Mental Health Trust
Aut hority.
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12:44: 02 PM

CHAI R STEVENS offered an update for the consultants for oil and
gas. He reported that earlier discussion for a contract wth
Paul Morgan had revealed that M. Mrgan had taken a position
with Wod Mackenzie, which would have created a conflict of
i nterest. He shared that, after discussions with the House
Finance Commttee and the House Resources Standing Commttee
regarding the hiring of another consultant for this |egislative
session, a contract had been signed with R ch Ruggiero of Castle
Gap. He reported that the Senate was satisfied with its current

consul tants, Roger Marks and N kos Tsaf os. He declared that he
did not anticipate the hiring of any other consultants in the
near future. He pointed out that the contract with M. Tsafos

had been extended through My 31, 2017 for an additional
$20,000, and the contract with M. Mirks had been extended
t hrough June 30, 2017 and, as there was noney still in this
contract, there had not been a need for any additional funds.

CHAI R STEVENS stated that work had begun for an RFP (Request for
Proposal) for long term consultants. He invited the commttee
nmenbers for their suggestions of individuals and conpanies to
send the RFP to, and on the scope of work | anguage.

12:46: 04 PM

ADJ QURNVENT
There being no further Dbusiness before the conmttee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
12: 46 p. m
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